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In an unprecedented display of harmony, the Mexican Congress and President Vicente Fox's
administration agreed on a budget of 1.361 trillion pesos (US$138 billion) for 2001. The measure
was approved two days before the final Dec. 31 deadline mandated by the Mexican Constitution.
Legislators in the lower house approved both the revenues and expenditures portions of the budget
after consultations with Finance Secretary Francisco Gil Diaz.
The revenues portion of the budget also received strong approval in the Senate. The expenditures
section of the budget did not require approval in the upper house. The 2001 budget plan approved
by Congress is about 22 billion pesos (US$2.23 billion) higher than the budget of 1.34 trillion pesos
(US$136 billion) submitted by President Vicente Fox Quesada in early December (see SourceMex,
2000-12-13).
Expenditures for the year are also about 17% higher than the 1.2 trillion pesos (US$121 billion)
approved for 2000. Final budget includes increased social spending The 22 billion pesos (US$2.23
billion) added by Congress to the 2001 budget will be devoted primarily to agriculture, education,
and retirement benefits. The center-left Partido de la Revolucion Democratica (PRD) also gained a
victory when Mexico City was reinstated into the Ramo 33 national anti- poverty program for states
and municipalities.
The lower house reassigned about 30 billion pesos (US$3.04 billion) from the original budget
submitted by Fox to social programs. The agencies whose funding was cut included the Instituto
Federal Electoral (IFE), the judicial branch, and the Comision Nacional de Derechos Humanos
(CNDH). In exchange for agreeing to the increases in expenditures and the reassigning of some
funds, the Fox administration received a pledge from Congress to seek to maintain a relatively tight
fiscal deficit.
Under the budget plan approved by Congress, the public deficit will only increase to 0.65% of GDP,
compared with 0.50% of GDP presented in the Fox budget plan. The fiscal deficit of 0.65% of GDP
is still lower than the deficit of 1% of GDP approved for the 2000 budget. Finance Secretary Gil said
the Fox administration may still seek to lower the fiscal deficit through reductions in "bureaucratic"
spending in some government ministries.
Gil did not specify how the cuts might be made, but some leaders of the federal-workers union
Federacion de Sindicatos de Trabajadores al Servicio del Estado (FSTSE) raised concerns that the
Fox administration might implement major layoffs in the government ranks. "It is unthinkable
that the administration could achieve a reduction in the fiscal deficit to 0.5% by firing workers who
receive very low salaries," said Jose Luis Acosta, secretary-general of the union that represents
employees of the government's social security institute (Instituto de Seguridad y Servicios Sociales
de los Trabajadores del Estado, ISSSTE).
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Labor Secretary Carlos Abascal Carranza reassured FSTSE members that the Fox administration
was not planning any massive layoffs of government workers. "President Fox has pledged to
guarantee labor stability in the government-workers sector," said Abascal. Some analysts said the
ability of three parties in Congress to work well among themselves and with the Fox administration
bodes well for the Mexican economy. "It seems that a democratic understanding prevailed among
the three major parties in Congress," said columnist David Shields of the daily newspaper The
News.
Analysts said the lack of animosity in budget negotiations contributed to an increase of 4% in the
main index (Indice de Precios y Cotizaciones, IPC) on the Mexican stock exchange (Bolsa Mexicana
de Valores, BMV) on the first trading day after the spending plan was approved.

Analysts question continued reliance on oil-export revenues
Some analysts raised concerns, however, that some elements of the budget would leave the
Mexican economy vulnerable to external factors such as the global oil market and the US economy.
Legislators and the Fox administration developed expenditure targets based on an average
oil-export price of US$18 per barrel in 2001. Crude oil accounts for about 30% of the Mexican
government's budget, with more than 75% of exports destined to the US.
"The assumptions on oil are very shaky," said Rogelio Ramirez, director of Mexico City economic
consultant Ecanal. "If the price of oil falls more, and stays low, the government will have to cut
the budget." The Mexican government would lose about US$660 million in revenues for every US
$1.00 decline in the price of Mexican crude-oil exports, estimates the economic consulting company
Bursametrica Management. Still, the Mexican government has developed a mechanism to cope with
a small decline in oil prices.
The daily newspaper El Economista reported that the government has collected about 9.8 billion
pesos (US$995 million) in a special fund created from excess oil-export revenues last year. By
drawing on these funds, the government would not have to make painful cuts in expenditures
unless oil prices dropped below US$16.50 per barrel for an extended period, the newspaper said.
Ramirez said the government could also obtain unexpected revenues from other sources, such as
greater-than-expected tax collections and fees collected by agencies such as the Comision Federal
de Electricidad (CFE). "Some of the other revenue assumptions besides oil seem conservative,"
Ramirez said. "I don't see any serious doubts or questions about this budget." (Sources: Reuters,
12/26/00; CNI en Linea, 12/27/00; Associated Press, 12/29/00; The Dallas Morning News, 12/27/00,
12/30/00; Proceso, 12/31/00; Novedades, 12/28/00, 01/02/01; El Financiero, 12/28/00, 01/06/01;
Reforma, 12/28/00, 12/29/00, 01/09/01; The News, 12/28/00, 01/02/01, 01/09/01; El Economista,
12/28/00, 01/02/01, 01/06/01, 01/09/01; La Jornada, 01/02/01, 01/09/01; Excelsior, 12/28/00, 01/10/01; El
Universal, 01/10/01)
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